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PROCEEDINGS
8:30 a.m.
Welcome and Opening Remarks

MR. BROOKMAN: Good morning, everybody, and
welcome. This i1s the Public Workshop on the U.S.
Department of Energy"s Interim Final General Guidelines
and Draft Technical Guidelines for Voluntary Reporting
on Greenhouse Gases, the 1605(b) Program.

My name is Doug Brookman. [1*11 be, along
with other members of the facilitation team, hoping to
move this meeting to a productive result today.

I*m fortunate this morning to be joined by
many federal officials and many members of different
departments. Let me simply introduce, as a way of
starting, David Conover, who is principal deputy
assistant secretary for policy and international
affairs at the U.S. Department of Energy.

MR. CONOVER: Thank you, thank you, and
thanks for coming today. If you think we"re going to
be talking about homeland security, you®"re in the wrong
room.

We"l11 shortly be joined by Bryan Hannegan,
but In the meantime and to kick this off, we"re really
pleased and honored to have three very senior

administration officials here as a symbolic and
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substantive message on how important this is to the
administration. | would like to say a couple words
about each of them and then turn i1t over to my boss,
Deputy Secretary Clay Sell.

Jeff Holmstead is the longest-serving
political appointee at EPA under President George W.
Bush. So send flowers.

(Laughter)

MR. CONOVER: He has been an extremely busy
man with all of the great clean air regs and other
activities in the EPA office that he leads. So we"re
very pleased that he could take time out of his
schedule to join us today.

Mark Rey is the under secretary for natural
resources and the environment at the Department of
Agriculture. The Department has been a really robust
partner with Energy on this project, and 1 would
encourage all of you to familiarize yourself with the
software that Agriculture has developed to assist
farmers and other landholders in dealing with 1605(b).

It is really an impressive display that makes one long
for a farm bill to fund some activities in the
Department of Energy.

And then, finally, Clay Sell, who has joined

the Department of Energy just a couple months ago,

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

17

after a long service in the U.S. Senate and then
intense postings at the White House. Speaking on
behalf of all the staff who report to Clay, we couldn™t
be happier to have Clay Sell as deputy secretary.

We would say that about whoever it was up
here, but i1t"s nice to tell the truth.

(Laughter)

MR. CONOVER: So these gentlemen are going to
provide some brief remarks and welcome you. Then 1
believe each of them have pressing commitments, SO you
can direct any questions that arise due to their
remarks to me after they“re gone.

But with that, please welcome Deputy
Secretary of Energy Clay Sell.

(Applause)

Remarks by Deputy Secretary Sell

DEPUTY SECRETARY SELL: Thank you, David, for
those very kind remarks, even though they were
generally applicable to whoever may have been standing
here.

I*"m very pleased to be here with this group,
and I would like to extend my personal welcome to you
on behalf of the Secretary of Energy. This process
that we have today is a major milestone in our efforts

to put in place a more comprehensive and credible
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voluntary reporting program for greenhouse gas
emissions and reductions.

You all know it has taken a long time to get
to this point in the process, but a good part of the
time has been spent fulfilling our commitment to an
open process with regular involvement by all
stakeholders. Even within the administration, the
development of the guidelines has been an open
interagency process with strong involvement by a number
of executive agencies and White House offices, several
of which are or will be represented here today.

I*m especially glad to have Mark Rey, under
secretary for natural resources and environment, at the
U.S. Department of Agriculture, and also a former
Senate staffer, as 1 am.

And Jeff Holmstead, the assistant
administrator for radiation -- for ailr and radiation at
EPA, here. 1 always enjoy sitting next to Jeff. We"ve
had some great battles around the conference tables at
the White House as part of the interagency process, but
I have the greatest regard for him. It Is quite a
tribute that he has been able to survive this long at
the Environmental Protection Agency.

Before they speak, 1 would like to emphasize

that the Secretary and 1 believe that the work being
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done today and over the coming months by the Department
and by you iIs very, very important.

As a signatory of the U.N. Framework
Convention on Climate Change, the U.S. shares with many
other countries the long-term international objective
of stabilizing greenhouse gas concentrations in the
Earth®s atmosphere at a level that would prevent
dangerous interference with the climate system. We
recognize that meeting this objective will require a
long-term commitment and international cooperation.

Under the leadership of President Bush, the
U.S. has formulated and is now implementing a
comprehensive, science-based strategy to address this
challenge. It focuses on reducing emissions while
sustaining the economic growth that will be necessary
to finance the needed iInvestments in new, clean energy
technologies.

In 2002, President Bush set a national goal
to reduce the greenhouse gas intensity of the U.S.
economy by 18 percent by 2012. As part of this
approach, the president directed a number of actions,
including the topic of today®s meeting, the revision of
DOE"s 1605(b) Reporting Program.

The intent of the revised guidelines for the

1605(b) Program is to enable and encourage businesses
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and institutions that emit greenhouse gases to begin
monitoring and reporting their contribution to the
achievement of the president®s goal.

To be able to register such emissions, the
guidelines will require large emitters to complete
annual 1nventories of their emissions and use methods
for calculating their reductions that are consistent
with the president®s goal of reducing emissions
intensity both in the United States and globally.

In addition to these improvements to the
1605(b) Reporting Program, the administration has also
taken a range of other actions to encourage voluntary
efforts to reduce greenhouse gas emissions iIn the near
term. These include DOE"s Climate Vision Program as
well as a range of existing energy-efficiency programs
being implemented by the Department, but they also
include a number of initiatives led by EPA and the
Department of Agriculture.

So with that, 1 will turn 1t to Mark and
Jeff. But once again, 1 want to thank you for your
participation today. 1 know David looks forward to
your thoughtful and courteous comment on the great work
that he has led, and I look forward to hearing a report
on these discussions later iIn the day.

So with that, I will turn it over to Mark.

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

21

Thank you.

(Applause)

Remarks by Mark Rey

UNDER SECRETARY REY: Thanks, Clay.

It"s a pleasure to be here this morning to
welcome you to our workshop on the Voluntary Greenhouse
Gas Reporting Guidelines. The Department of
Agriculture has been privileged to work closely with
the Department of Energy in preparing the sections of
the new guidelines that deal with forests and
agriculture.

I have to confess, though, that in addressing
this subject 1 feel a little bit like Groucho Marx in
the movie "'Duck Soup.™ In that movie, Groucho played
the leader of a fictional country named Fredonia. When
running a cabinet meeting, he was handed a report and
asked 1T i1t was clear. His response was, "Of course
it"s clear. A four-year-old child could understand
it.” Then, as an aside he whispers to his assistant,
"Quick, get me a four-year-old child. 1 can"t make
heads or tails of this.”

(Laughter)

UNDER SECRETARY REY: I mention this to
acknowledge that I know very little about the subject

matter involved, but also to underscore that the issues
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we"re dealing with here, even for people with
substantially more background in the field than I, are
nevertheless complex.

Our goal in updating the guidelines is to
provide guidance that, first and foremost, is clear and
consistent; second, provides the basis for making
accurate estimates; third, ensures that the information
IS provided In a transparent manner so that
participants and stakeholders have confidence in the
system; fourth, to address every sector of the economy
that emits greenhouse gases or sequesters carbon;
Tiftth, recognizes that the issues we face are varied
and that some fTlexibility is required; and finally, do
this iIn a way that is simple and straightforward.

Unfortunately, not all six of those are easy
to simultaneously achieve, and in developing these
guidelines we needed to balance these goals and
objectives. In some cases, to ensure transparent
reporting or to address a particular issue, we have,
regrettably I"m sure, increased the complexity of the
guidelines.

We"re here today to seek your reaction on
whether the guidelines achieve the six goals that 1
laid out and whether they meet your needs.

We enjoyed our role in working with DOE on

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

23

the guidelines. Historically, carbon sequestration and
emissions from agricultural sources have been among the
most difficult to quantify and were poorly understood.

However, cost-effective opportunities for reduction
and iIncreases in carbon storage on agriculture and
forest lands are an attractive option for companies
seeking reductions.

We hope that by reducing uncertainties and
increasing the confidence in the reporting of
greenhouse gases and carbon sequestration from forests
and agriculture we can remove a barrier to taking
action.

Over the past two years, staff from the U.S.
Forest Service and the Natural Resources Conservation
Service, the two agencies that I"m charged with
overseeing, have reviewed and revised the agriculture
and forestry sections of the guidelines. Major
sections of the document that we released for your
review and the review of the broader public last month
are brand new and therefore need your intensive review.

We have gone well beyond the simple look-up
tables and provided detailed methods, computer models,
and protocols and guidance on how to conduct sampling.

We recognize, as we do in any proposed

regulation or proposed guideline, that we still have a

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

24

great deal of additional work to do. The technical
guidelines, while much improved, have not been
thoroughly tested and applied. We are therefore very
interested iIn your feedback and your initial experience
in applying the guidelines.

It is important to remember, and we try to
bear in mind, that the objective of this reporting
effort is to provide a credible record of sequestration
and emission reductions. At the same time, we realize
we must all realize that the guidelines will not be
successftul i1f they are not easy to use, because If they
are not easy to use, they probably won®"t be used.

I appreciate you being here today to work
with us. There are several USDA staff that will remain
here throughout the workshop to answer questions and to
explain our role i1n substantially more detail than 1
could hope to.

I look forward to seeing your input and
working with you and with the Department of Energy to
implement this important program. |1 had hoped
originally to be able to stay for a large part of the
morning to see how much of this 1 could absorb, but
unfortunately, I have a date with the Senate Energy and
Natural Resources Committee to discuss our largest

annual emission source of carbon emissions, and that
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would be the upcoming wildfire season. So 1 will be
leaving here shortly for that purpose.

Thanks very much for coming.

(Applause)

Remarks by Jeffrey Holmstead

ASSISTANT ADMINISTRATOR HOLMSTEAD: I too am
delighted to have a chance to be here this morning.
Along with many of my colleagues, 1 have had a chance
to work with these two gentlemen up here, and 1 use
that term iIn the sincerest way.

(Laughter)

ASSISTANT ADMINISTRATOR HOLMSTEAD: With
David and Clay and Mark.

I want to say, fTirst, on behalf of EPA, that
we have very much appreciated the opportunity to work
collaboratively with our other federal partners on
these i1ssues. We really feel like 1t has been a good
process, even if i1t has been somewhat painful at times.

I think Mark did an excellent job of talking about the
competing goals that sometimes have been challenging
for all of us.

Let me just give you a little bit from EPA"s
perspective. 1 think more than the DOE and probably
even the new SDA, we are an agency that primarily

employs regulatory tools. We have a number of statutes
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that we implement that give us authority to mandate
regulatory programs on a number of different
industries. Much of the controversy that surrounds the
work that we do deals with these regulatory programs.

However, what we have learned over the last
decade or so is that iIin many cases non-regulatory
programs can be equally or more effective iIn addressing
environmental problems. Really, starting about 10
years ago, the Agency has developed a suite of non-
regulatory programs, some of which have been not
terribly effective, but some of which have been
extremely effective iIn addressing a wide range of
environmental issues, including the need to address
climate change.

Some of you are familiar with our flagship
programs. Energy Star is the one that most people know
about. Natural Gas Star, Climate Leaders. 1 know some
of the people in this room are from companies that are
Climate Leader companies.

We have learned that by providing information
to the marketplace, by providing an opportunity to
recognize good corporate stewards, that these programs
are actually enormously successful.

A statistic that some of you may be familiar

with 1s, we actually don"t just make up these numbers.
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It"s a pretty rigorous process that we go through
internally and as part of the interagency process, but
we look at quantifying the greenhouse gas emission
reductions from these voluntary programs.

In 2003, the year for which we have sort of
the most recent data, we estimate that these programs
together prevented about 60 million metric tons of
greenhouse gas emissions. 1°m sorry; that is 2004.
That i1s roughly equivalent to the annual emissions from
about 40 million vehicles, actually a big chunk of
achieving the reductions necessary to meet the
president®s goal of an 18 percent reduction in the
greenhouse gas intensity in the economy.

We also recognize, though, that it is
important to have a system that can track and register
these emission production activities. We are delighted
to be part of this effort and the 1605(b) guidelines,
which the president has described as an effort to
create world-class standards for measuring and
registering greenhouse gas emissions. | think that is
what we are looking at doing.

Let me just mention a couple of things that 1
know were of particular interest to at least many of
you in the audience. Much of the focus has been on CO02

emissions obviously, but on a per-pound or per-ton
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basis, there are other emissions that obviously have a
much greater greenhouse gas-forcing potential,
including things like the PFCs and SF6.

Some of these partnerships, for example the
SF6 Partnership, which has helped a number of leading
utilities like AEP and Excelon to reduce their
emissions, as well as our Landfill Methane Outreach
Program, have really galvanized, 1 think, the industry
to take a number of steps and to make a profit from
something that they previously had considered to be a
liability.

In addition, the Climate Leaders effort is
helping companies In many sectors to demonstrate their
leadership by setting aggressive greenhouse gas
reduction goals and tracking their progress on
achieving these goals over time. These programs now
include almost 70 partners, roughly half of whom have
already set aggressive emission reduction goals.

EPA"s experience with all of these programs,
from Energy Star to Climate Leaders to the SF6
Partnership, has informed the development of the new
1605(b) guidelines, which now have a strong role for
reporting and registering entity-wide emissions
inventories as well as emission reductions.

By reporting these data to 1605(b),
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participants will i1dentify themselves as
environmentally aware, improve their own understanding
of their greenhouse gas emissions, and create a record
of their accomplishments.

Let me just close and turn this over to David
by reiterating EPA"s commitment to the process, which
is and will continue to be one of the cornerstones of
the president®s initiative to improve significantly our
national greenhouse gas intensity over the next decade.

We look forward to working with you today.
There are several people from EPA who have been
involved iIn this process and will be here during the
day. We appreciate your efforts to make this registry
something that can really work for all of us.

Thank you very much.

(Applause)

Introductions and Workshop Plan
Douglas Brookman

MR. BROOKMAN: Do you want to lead us into
the next phase?

Good morning again, everybody. My name is
Doug Brookman, Public Solutions in Baltimore. Let me,
on behalf of the facilitation team and the support team
-- there are many of us -- let us welcome you as well.

We have a very good day for you and an
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opportunity, I hope, for all of you to make comments,
ask questions, and get your voices heard on these
guidelines.

Let me get a sense of who is in the room
before I go much further.

How many of you had a chance to participate
in the meetings that came prior to this, at the
previous workshops?

(Show of hands)

MR. BROOKMAN: So the majority of you,
perhaps 70, 80 percent of you.

And how many of you are fairly new to this
engagement, the 1605(b) Program? How many are in that

(Show of hands)

MR. BROOKMAN: Oh, so that is the other 25
percent, about.

And how many of you have actually had a
chance to read through all of these?

(Show of hands)

MR. BROOKMAN: Wow, that"s impressive. We
are on a good start already, I think.

And how many of you came here today with the
expectation of really making extensive comments?

(Show of hands)

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

31

MR. BROOKMAN: We have three. No, just
kidding.

(Show of hands)

MR. BROOKMAN: Five of you or so.

How many of you are here to comment more
specifically on the Interim Final General Guidelines,
that cluster of issues?

(Show of hands)

MR. BROOKMAN: So, 15 or so.

And how many of you are here to focus mostly
on the draft technical guidelines, that whole section
of stuff?

(Show of hands)

MR. BROOKMAN: So just a few of the people
that are really deeply into the details.

Okay. Let me get a sense of where the
sectors -- we are getting feedback. Do we know where
that i1s coming from? Can you turn that mike off for
right now?

I guess if | step further away. It"s okay,
Dave. 1 got 1it.

Okay. So then, how many of you would say
that you"re affiliated with the utilities sector?
Raise your hand.

(Show of hands)
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MR. BROOKMAN: So, a good number of you.

And how many with the manufacturing or
industrial sector?

(Show of hands)

MR. BROOKMAN: Perhaps just as many.

And the NGOs and what are now called, 1
understand, the N Groups. How many of you kind of

affiliate with that community, or communities I should

say?

(Show of hands)

MR. BROOKMAN: Not too many.

And, i1s anybody here with the agricultural
sector?

(Show of hands)

MR. BROOKMAN: A few. There is an additional
workshop being held for agriculture following this one.

Okay. So I think all of you have a copy of
the agenda in your packet. Could you take it out and
take a quick peek at that? That i1s where 1"m going
next with this.

The general format for this day and tomorrow
until 1:00 is to provide brief overview presentations,
Tfollowed by opportunities for question and comment.

We are hoping that this workshop will focus

on the comment side rather than the question side.
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Brief, clarifying questions, great. A tutorial on the
guidelines is not what we hope for, because we are
hoping to hear from those of you that have taken the
time and effort and are working in this domain to
comment on how to improve what is there. That is the
Department”™s hope and expectation.

So that i1s the kind of balancing act 1 will
be trying to do as the day goes along. So the format
is brief overview presentation, followed by
opportunities for comment and questions.

Okay. So i1f you will look at your agenda,
you can see there just about in the middle of the page
I am now talking about the Workshop Plan. Following
that, we are going to hear from Dave Conover. He 1is
going to provide an overview, along with Bryan
Hannegan, of the General Guidelines.

We will take a break mid-morning. When we
return from break, we will be having, once again, a
brief overview on the Entity Statements iIssues you can
see bulleted there. 1°m not going to list them. You
can read them for yourself. Same format.

Following that, from about 11:30 to noon, we
will be talking about recordkeeping, certification,
verification, and process issues.

We will take lunch midday. In your packet,
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you should be able to see a listing of the restaurants
that are adjacent to the hotel here. So we hope that
you can make it back in an hour because we have a lot
to cover in the span of the day today and tomorrow. So
we are going to press on to try and stay timely.

Immediately following lunch, we will do an
overview of emissions inventories, and then the
remainder of the day today following the afternoon
break is going to be iIn breakout sessions. You can see
them on page 2 of your agenda.

I want to call these to your attention. You
can see that at 2:15 there are going to be three
separate ones listed, and at 3:30 there will be three
separate subject matter breakout areas provided. We
are going to try and get a sense, before we go to break
in the afternoon, about who wishes to go to which one
so we can distribute you kind of equitably, as
equitably as we can, In those sections.

And so today, then, following the breakout
session 3:30 to 4:30, we will end the session today at
4:30. We will resume tomorrow morning, as we did
today, at 8:30, have a brief report-back coming from
the breakout sessions this afternoon, and then we will
proceed, as you can see in your agenda, to an overview

of emissions reductions. You can see the four bulleted
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points there.

We will take a break mid-morning, and then we
will go back to the format we use iIn the afternoon
today: breakout sessions. Once again, you can see two
of them there on your agenda. From 10:00 to 11:00,
three separate breakout sessions, and from 11:05 to
12:05, once again, three separate breakout sessions.

Each breakout session will have a
professional facilitator, a qualified note-taker, and a
federal official who knows this subject matter at
various levels of competence.

(Laughter)

MR. BROOKMAN: Just testing to see whether
you were listening or not.

(Laughter)

MR. BROOKMAN: Most of these folks know this
subject area really well. Let me emphasize this is not
a tutorial, though. This iIs an opportunity for comment
among people that have something very useful to say on
how to Improve what is here.

So that i1s the general plan. We will end
tomorrow around about 1:00. From about 12:20 until
about 12:50 or 1:00, we hope to keep you all here
during that span of time because there will be, once

again, a report-back and some brief summary comments.
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So that i1s the general plan. Questions or
comments before 1 proceed with this? Questions or
comments about this general plan?

Let me ask for your consideration, before I
introduce the federal officials, or ask them in fact to
introduce themselves. [1"m going to ask for your
consideration to observe these ground rules. These
have worked well in the previous workshops we have
conducted.

I*m going to ask simply that you speak one at
a time. Please say your name for the record. We have
a court reporter here. All of the conversation will be
captured, and there will be an audiotape of this
session for those that wish to see it.

All of you notice that there is a microphone
at your table. You need to push the button to speak,
and then you need to turn i1t off so others can speak,
okay?

I will be cuing people to speak by name as
best I can. But 1 would ask simply, in addition to
saying your name for the record, please keep the focus
here. Now would be the time to turn off your cell
phones. Now would be the time to turn off your cell
phones.

IT you have to have a side bar conversation
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with someone at your table, if It is going to be more
than about 30 seconds and if you can"t do i1t very, very
quietly, we will understand iIf you need to take it out
of the room, because we want to keep the focus and
distraction level down.

I*"m going to ask also, being as 1 have worked
with many of you before and I know many of you have a
lot to say, please try to be concise. If your preamble
iIs more than two sentences, 1"m going to get nervous,
okay? So try and keep it as focused and direct in your
comments as possible. Please share the air time with
your colleagues and friends.

I guess that"s 1t. So we were going to start
this morning with Dave Conover. He is going to provide
an overview, with the assistance of Bryan Hannegan, and
then -- do you want to introduce the federal officials
at the time?

We will have all the federal officials
introduce him- or herself.

Mark Friedrichs?

MR. FRIEDRICHS: A lot of feedback. 1™"m Mark
Friedrichs. 1°m in the Policy Office at the U.S.
Department of Energy. 1°m primarily responsible for
the Interim Final General Guidelines and the reduction

element of the Technical Guidelines.
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I would like to ask all of the other federal
officials who are participating, helping lead sessions
or sitting up here, to identify themselves right now.

To my left?

MR. PRINCE: Ray Prince with Department of
Energy. [1"ve been concentrating on inventory.

MR. KERR: Good morning. 1°m Tom Kerr with
the Environmental Protection Agency. My office works
under Jeff Holmstead, and we are responsible for all
the voluntary programs that he mentioned as well as the
greenhouse gas inventory for the U.S.

MR. HOHENSTEIN: 1I1"m Bill Hohenstein with the
Department of Agriculture, and the Department of
Agriculture contributed sections of the 1605(b)
guidelines relating to --

PARTICIPANT: (OFf mike) 1"m with the
Department of Energy, Office of General Counsel.

MS. HANLE: Good morning. [I"m Lisa Hanle.
I*m with the U.S. Environmental Protection Agency.

MR. HARVEY: This is Reid Harvey. 1"m also
with EPA.

Overview of Guidelines
David Conover
MR. CONOVER: Okay. All right. Thanks very

much. Obviously, the people that just i1dentified
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themselves are the ones who really did the work on
this. As a conservative Republican when 1 joined the
executive branch, 1 carried the biras that many of my
ilk do about civil servants, and I have to say that not
only the 1605(b) team but many, many, many people I
have worked with of DOE and other agencies represent
the career civil service extremely well. They stay
late and work on weekends. They"re motivated to get
the job done.

I just want to say publicly to Mark and his
team, and Bill and Reid and others with the other
agencies, how much we appreciate all the hard work that
you did on this.

I, until corrected by Mark, had been saying
this was a world-class system already, and I guess 1
will adopt Jeff Holmstead®"s view that we are on a path
toward a world-class system.

IT I can get the score card, what we are
going to do this morning obviously, without the
assistance of Bryan Hannegan, iIs to give some
background on the program, the process that we have
gone through and the next steps.

I know many, many of you raised your hands
and were at the last workshop. 1 was not. 1 kind of

came iIn in the middle of this movie after Bob Card left

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

40

the Department, but I think 1 have a reasonable handle
on how we got to where we are.

As Doug said, please feel free to ask
questions throughout this presentation. | will try to
linger on the more substantive slides, which will
include an overview of the Interim Final General
Guidelines and then, later, discussion of the draft
Emission Inventory Technical Guidelines and the draft
Emission Reduction Technical Guidelines.

(PowerPoint presentation)

MR. CONOVER: So as I"m sure most if not all
of you know, this program was established by the Energy
Policy Act of 1992, the committee that Mark Rey worked
for, and our soon-we-hope-confirmed Under Secretary
David Garman.

We will call them flexible implementing
guidelines, were issued iIn 1994 and over the years
received some criticism for that flexibility. We have
enjoyed reports from over 200 entities, and those
entities reported thousands of projects under the
current existing system.

Of course, on Valentine®s Day 2002, the
president directed then Secretaries Abraham, Evans, and
Veneman, along with the administrator of EPA, to

propose improvements to the registry, to enhance the
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measurement, accuracy, reliability, and verifiability
of the system, working with emerging domestic and
international approaches.

This was part of an overall speech, as Clay
Sell referenced, that committed the United States to an
18 percent intensity reduction of greenhouse gas
emissions -- that is, emissions of greenhouse gases per
GDP of 18 percent by 2012 -- a call to improve the
DOE"s Voluntary Greenhouse Gas Reporting Program, and
to develop recommendations for protecting real
reductions against future climate policy and to give
transferable credits for reductions.

Then, the president also challenged
businesses to take action. Jeff referenced the Climate
Leaders Program. He could have also referenced --
perhaps he did it the smart way -- transport programs
at EPA, who runs another outstanding program.

Then, we at the Department run, with our
agency partners, the Climate Vision Program, which is
similar to the Climate Leaders except for it"s a
sectoral approach with trade association members.

So as we started to revise the greenhouse gas
registry in compliance with the president"s directive,
the group, led by Mark and others at DOEPI, established

interagency working groups, issued a notice of inquiry
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in May of 2002, held several workshops, which 1 hope
most i1f not all of you attended, and met numerous,
numerous times with different stakeholder groups.

When we briefed Secretary Bodman and Deputy
Secretary Sell on this, | asserted that they would be
hard-pressed to find a stakeholder group who felt
excluded from this process. 1 hope that you all share
that view.

Issued Proposed General Guidelines in
December of 2003. As you know, on March 24th, we
issued new Interim Final General Guidelines and brand
new draft technical guidelines and put them iIn the
Register for comment. We"re here now, and some of us
will reconvene on May 5th.

The comment period is going to close on May
23rd, unless we extend i1t, and we have already received
one comment for a 30-day extension, and we are actually
considering that comment.

Depending on the extension of the comment
period, we anticipate finalizing and releasing the
effective guidelines on September 20th. On or about
that same date, we expect EIA to issue its final forms.

We anticipate that they will be released in draft
during the comment period on the Interim Final and the

draft technicals, and then we will coordinate with EIA,
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as we have done, throughout this process so that we are
on the same page in the fall with the generals, the
technicals, and the forms.

Unfortunately, the software development must
succeed the finalization of the forms themselves, so
software we would expect to be out sometime next year.

While you can presumably report this on the basis of
the forms when those go final this fall, we would
expect more participants to be reporting next year
after the software is available.

So while we took seriously all the comments
that were made on the Proposed General Guidelines, we
didn"t make a lot of changes to the overall structure.

So this all looks, or should look, pretty familiar in
terms of the basic architecture of the program.

As Jeff Holmstead pointed out, for those who
seek to register reductions, we require entity-wide
reporting on both your inventories of greenhouse gases
and your reduction activities. We require you to
inventory all the protocol greenhouse gases and report
on your sequestration activities.

The registered reductions are available only
for post-2003 activities, and the reductions are
derived mostly from emissions iIntensity and related

measures, although absolute reduction efforts are also
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recognized. And then, small emitters may limit their
reports to single activities.

We did make some changes and answer some
questions that we posed in the 2003 proposal, and that
is under the Interim Final General Guidelines
international emissions and emissions reductions can be
reported. We can talk further about how that actually
works.

We have provided more detailed requirements
for defining yourself when you enter the system, for
comparing your entity statement, and for the way you
actually do the inventories and calculate your
reductions. We added a quality rating system for your
inventory under which you need to achieve a score of
3.0, a B average, to register reductions associated
with your activities.

Then, we modified the de minimis provision so
that i1t 1s a flat percentage, not a percentage for
10,000 tons, whichever was less.

So to the extent that you commented on those
questions raised iIn the proposal, we have heard you and
we have modified it.

What are the key elements of the draft
technical guidelines? Well, we have emissions

inventory methods for all the main sources with these
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quality ratings that lead you to your 3.0, we hope, and
we include reduction calculation methods for various
subentities you may have.

We talk about how to set your base period and
construct your base value, and then we have some
method-specific guidance, particularly for electricity
generators and users, which are, as you might imagine,
a large component of the reports that we have received
and the reports that we expect to receive.

This I think is the most useful slide. The
slides are in theilr packets, iIs that right?

MR. FRIEDRICHS: No, they aren®"t. One of the
things we should have mentioned was that the slides
will be on the Web before the end of the week. But we
don"t have hard copies available now. Sorry.

MR. CONOVER: 1 find this to be the most
useful -- I mean, this i1s sort of the piece of paper
that 1 leave laying around when I expect to be asked
about this program.

As you can see, we have bracketed the large
emitters who are seeking registered reductions with
small emitters who can register their reductions but by
applying with somewhat less process. They do an
inventory of selected activities, and they calculate

the reductions for those activities, look at any
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potential offset reductions, and then register those
reductions.

Then, to the far right, reporting-only
entities. Those folks aren”"t seeking registered
reduction, and by and large, with some exceptions, they
are operating basically under the 1994 guidelines.

They do need to calculate their reductions at any level
for any year, and it can be for a project or a
facility. 1t can go back before 2002. They don"t have
to do a full inventory, and then they report their
reduction activities. So that ought to sound very
familiar to people who participate in the old system.

However, then in the middle, with the blue
and the red boxes, 1T you are a large emitter and you
want to register your reductions, you need to do an
entity-wide emissions inventory covering all the gases
and sequestration activities. You then calculate your
reductions across your entire entity.

Again, your definition of entity is up to
you, but once you choose that entity, you include any
subentities underneath it, whether they are a plant or
facility or project.

Then you look for your offsets and you factor
in your avoided emissions and any sequestration

projects you might undertake. You add all that up, and

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

47

you“ve got registered reductions.

Is that pretty clear?

(No response)

MR. CONOVER: Throughout this process, we
have uncovered several cross-cutting issues, and we are
going to talk about those today as we go through this.

There has been this concern about, well, if you are
only reporting, you are a second-class citizen, versus
1T you are registering reductions.

The fact that we are publishing this in the
Code of Federal Regulations makes some people nervous,
but 1n actual fact it continues to be and will be a
voluntary program. The publication in the CFR or the
fact that some elements of it look rule-ish doesn®t
make i1t a mandatory program. It is still voluntary.

Whether we can hit our effective date and
when you can start reporting is obviously a crucial
question. These guys work hard, but there are few of
them. So we will do our best to meet the deadlines
that we have established for ourselves.

Whether we ought to extend the comment
period. 1 guess | would be shocked 1f anybody raised
their hand and said, "No, don"t extend the comment
period."

And then, the relationship to Climate Leaders
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and Climate Vision. | thought Mr. Holmstead was quite
eloquent on the point that this is the registry for the
various voluntary programs that we have announced over
the first four years of the Bush administration. So
those are some key issues that we hope that you will,
as Doug said, opine helpfully on today.

So, why should you report? Well, as Jeff
said, i1t demonstrates your commitment to reducing
greenhouse gas emissions. The president has set a
national goal. We need your help to achieve that goal.

We will report into the system. It i1s admittedly not
comprehensive, admittedly not universal, but
nonetheless i1s a tool for helping us track progress
toward that goal.

We want to establish, and you ought to want
us to establish, an official government record of your
activities. When 1 was on Capitol Hill, that was sort
of the end of the fTirst debate about credit for early
action. We can talk about that later today, but at the
very least your reporting in 1605(b) establishes a
permanent record of your activities.

You and the entities you represent ought to
want to initiate a comprehensive program of greenhouse
gas emissions monitoring and management because

managing your greenhouse gas emissions generally means
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managing your money, and it is generally a cost savings
for you.

So while there i1s going to be -- admittedly
this is In flex and to some degree a burdensome new
provision of a program, 1 personally believe, and 1
hope others who are far more experienced than 1 agree,
that making that investment up front will yield payoffs
down the road just from a corporate bottom line
perspective.

And then you can always hold out hope that
documenting your reductions today might be recognized
by future congresses when they, iIf they, enact
mandatory greenhouse gas reduction programs.

So, what are some key issues for discussion?

The iInventory methods and quality ratings, our choice
of what ratings go with what methods, and what methods
go with what sectors. The emission reduction methods
themselves, including the practicality of those methods
for assessing entity-wide reductions, issues of
organizational boundary and ownership of emissions
reductions. The basket of issues associated with
indirect emissions reductions, the basket of issues
associated with offset emission reduction.

We are so far ahead of schedule, we may just

finish the whole thing up today.
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MR. BROOKMAN: Don"t count on 1it.

(Laughter)

Question-and-Answer Session

MR. BROOKMAN: Would you go back to the
previous slide?

MR. CONOVER: I°1I1 try.

MR. BROOKMAN: We"ll leave that one queued
up .-

Where 1 would like to start with the question
and comment this morning is more general, overview
kinds of statements, David, if that is okay with you.

MR. CONOVER: Yes, please.

MR. BROOKMAN: Yes. | would like you to stay
right there.

MR. CONOVER: I will do that.

MR. BROOKMAN: If all of you could turn these
table tents kind of toward me so that I can read them,
and I1*1l1 try and recognize you by name.

So, comments at the outset about the larger
issues, the broad issues, the overview type issues
before we go to the more specific inventory and
reduction method kinds of comments and issues.

Yes, please. Bill Fang.

I*m going to ask everybody, please say your

name for the record. For our court reporter, the
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gentleman just in the middle of Dave"s comments, that
was Dave Friedrichs.

Bill.

MR. FANG: Bill Fang with the Edison Electric
Institute. Dave Conover mentioned in his opening
remarks that DOE has received criticism for flexibility
in the guidelines. 1 would like to state for the
record on behalf of our iIndustry that we think
Tlexibility i1s extremely important for the continuing
success of the 1605(b) Program.

There are some obvious reasons why. It iIs a
voluntary program, and we are glad that DOE has
reemphasized that. And these are guidelines; they are
not rules or regulations. So flexibility iIs something
that we think is an advantage and should be continued
iT the program is going to continue to be successful.

MR. CONOVER: Thank you. 1 appreciate your
discipline.

I agree with that, by the way, and I should
have been more clear that what I was talking about was
what some might characterize as the excessive
credibility, the flexibility, read lack of credibility,
of the previous guidelines, not these. We have tried
to balance flexibility with rigor and credibility iIn

this process.
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Thank you.

MR. BROOKMAN: Other overview comments or
broad comments at the outset?

Robert.

MR. SCHENKER: 1"m Bob Schenker. [1"m with
the General Electric Company. What I would like to do
IS, in the introduction on page 5 of the General
Guidelines, there is a statement on what Section

1605(b) of the Energy Policy Act of 1992 directs the
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Department

DOE guidelines provide for the accurate and voluntary
reporting of information on 1) greenhouse gas emission
levels for a baseline period, 1997 to 1990, and

thereafter annually; 2) greenhouse gas emission

reductions

second. P

website.

15170.

of Energy to do.

I*m quoting: "Section 1605(b) requires that

MR. BROOKMAN: Hey, Bob, hang on just a

age 57?

MR. SCHENKER: This i1s of the PDF version.

MR. BROOKMAN: The PDF version.

MR. SCHENKER: It was downloaded from the

MR. BROOKMAN: Okay, okay.

MR. CONOVER: On the Federal Register it"s
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MR. BROOKMAN: Can you find it on here?

MR. CONOVER: 15170, Part 1A.

MR. BROOKMAN: Let"s see if we can find it so
everybody can read with you.

MR. SCHENKER: It"s under Introduction. [I%"ve
got 1t here. 1t"s the second column in the middle.
This 1s on page 15164, under Introduction. It"s very
interesting. The text here is different from --

MR. BROOKMAN: Well, that"s because you need
to be on 15170.

MR. SCHENKER: Hmm?

MR. BROOKMAN: You need to go to 15170 under
Introduction, 1A. It"s stated differently in that.

The left-hand page, first column.

PARTICIPANT: The first part of this Federal
Register reprint is actually the notice of availability
for the technical guidelines. 1It"s a little confusing.

MR. BROOKMAN: Thank you.

MR. SCHENKER: [I"m on the left side now,
under A) Background Introduction.

"Section 1605(b) requires the DOE guidelines
to provide for the accurate and voluntary reporting of
information on 1) greenhouse gas emission levels for
the baseline period; 2) greenhouse emission reductions

and carbon sequestration regardless of the specific
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method used to achieve them; 3) greenhouse gas emission
reduction achieved because of voluntary efforts, plant
closings, or state and federal requirements, and for
the aggregate calculation of greenhouse gas emissions
by each reporting entity."

This i1s what Congress expected Department of
Energy to do. We believe that there are a few places
where Department of Energy has moved away from this
direction, and I will get to those specific issues as
we reach the correct time.

MR. BROOKMAN: Okay. Thanks for pointing
that out. That was Bob Schenker.

MR. CONOVER: That"s right. And the
balancing act that we needed to go through here to
Tfulfill the president"s directive while staying true to
the statute resulted in this dual program where you can
still report on your activities just as this is
outlined here. But if you want to register a
reduction, you"re going to need to go through some
additional process.

So I hope that we"ll find that you can still
participate in the program exactly -- we"ve got general
counsel here that has been involved with this
throughout -- but exactly as it is laid out here today.

It is just the requirements for registering reduction
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which are admittedly different from this.

MR. BROOKMAN: Other overview comments,
comments at the outset?

Yes, please. And your name?

MS. LEV-ON: I"m Miriam Lev-On. (Off mike)

MR. CONOVER: Yes. We had a -- this was an
issue -- thank you. This was an issue that was raised,
actually, by Bill Fang and others in the comment period
on the December "03 proposal. We sought guidance from
the people who actually administered the Code of
Federal Regulations, and you®"ll see iIn the preamble a
discussion of that, I believe, at -- well, as 1 look
for that, there is no conflict between the fact that
this remains a voluntary program and yet the provisions
are being published in the Code of Federal Regulations
and 1n the Federal Register.

They are -- the guidelines themselves bind
participants who seek registered reductions; i1.e., if
you want to play the game, you have to play by the
rules that we set out, but you don"t have to play. It
is a completely voluntary system, and publication in
the Code of Federal Regulations has absolutely no
impact on that fact.

I will find that cite and get back to you on

that.
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MR. BROOKMAN: Yes. Your name, please.
Please.

MR. GALEANO: Thank you. Sergio Galeano from
Georgia Pacific. 1 would like to ask Mr. Conover
perhaps i1if he could expand on the information supplied
about reporting and the recognition. An advantage of
reporting was mentioned or indicated in the slide, the
recognition of those reductions. Perhaps there should
be more discussion or clarification about the
differentiation between reporting and registration.

MR. CONOVER: Sure, sure.

MR. GALEANO: So, please. Thank you.

MR. CONOVER: We will obviously be getting
into more detail on this throughout the day and into
tomorrow, but 1°11 just say this. |If you wanted to
report into the old system, for whatever reason you had
to report into the old system, that reasoning is still
valid: 1if you wanted to demonstrate a commitment; if
you wanted to practice for when this, If this, ever
became mandatory; 1If you wanted to get some reports out
there so that government officials later on would be
able to look back and say, 'Yes, you did something in
1989 or 1990."

All of those reasons are still valid for

reporting into the system as a reporter only and also
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for seeking to register reductions. What you are going
to get when you register a reduction is a letter back
from the Energy Information Administration, EIA, saying
you, Georgia Pacific, have complied with the
requirements of this voluntary program and you have
registered with us X tons of carbon dioxide equivalent.

You will have that piece of paper to do with
what you will. You may seek to go to the Chicago
Climate Exchange and sell 1t. You may wish to hold
onto it for potential for future climate policy that is
mandatory. You may wish to include it in your annual
report as a concrete, tangible demonstration of your
commitment to reducing greenhouse gases.

All of those reasons -- | mean, every entity
that reports is going to have a mix of those reasons,
and possibly no two entities are going to have the
exact same suite of reasons.

MR. BROOKMAN: Thank you. That was Sergio.

MR. CONOVER: The issue of the Federal
Register and the CFR i1s discussed at -- and everybody
has this, right, in their packets? All right.

15176 in the third column at 0.6. So that
states it more clearly and eloquently than 1 could.

MR. BROOKMAN: Thank you.

William.
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MR. NICHOLSON: Bill Nicholson with the
American Forest and Paper Association. | would make
the observation that to the extent that pledges were
made under Climate Vision and perhaps under Climate
Leaders on systems that are inconsistent with this
system because they were done before, you may find that
those that pledge may wish to change their pledges, at
least.

MR. CONOVER: Noted. No, 1 think that that"s
an area that we need to have ongoing discussions both
in terms of can we improve the guidelines so as to
facilitate the honoring of previous commitments. My
hope is that we could do that it we need to.

And if there are, you know, fundamental
incompatibilities with commitments that were made iIn
good faith and this new reporting system, then we"ve
got to figure out a Plan B, and our door is open on
that.

MR. BROOKMAN: Some of these details and
specifics we hope will come out in the breakout
sessions.

Yes. Jim first, and then 111 come over to
you.

MR. MUTCH: Jim Mutch with Xcel Energy. One

of the issues that | think needs discussion is third
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party reductions. That is, reductions that are made
outside the entity the way the entity is defined, that
the entity funds or buys a service from the third party
that results in reductions, and how the entity then is
able to get credit for that.

MR. BROOKMAN: Will you say specifically what
the issues are that concern you?

MR. MUTCH: Well, it gets into some of the
issues that are probably going to be discussed iIn the
breakout sessions, but i1t is issues of purchased energy
or what we call in the utility business purchased power
from third party generators and the emissions
associated with those.

MR. BROOKMAN: Say generally what is it about
the guidelines as written that you would change or is
deficient? Are they not specific enough; you don"t
like the direction of them; what is I1t?

MR. MUTCH: I think it"s basically that the
guidelines seem to raise a barrier to an entity taking
credit for emissions that occur outside the entity"s
boundary at a third party.

MR. BROOKMAN: The barrier is based on?

MR. MUTCH: Based on the guidelines, the way
-- which entity i1s authorized or allowed to register

the reductions.
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MR. BROOKMAN: Okay. Thank you.

MR. CONOVER: Yes, that"s a very important
point. 1 congratulate Xcel Energy for being among the
first to submit written comments to the Department that
those -- actually, for those that are interested, those
comments will be on our website probably by the end of
the week. Somebody had a paper copy of them from my
staff here earlier.

PARTICIPANT: 1 think those comments are
already --

MR. CONOVER: Are they already on the DOE
website? And then also, just as a reminder, we"ll have
-- or news, | guess -- we"ll have a transcript of this
session and all the plenary discussions and an audio
recording on the website within the next couple of
weeks as well.

MR. BROOKMAN: Okay. Dave?

MR. FINNEGAN: Dave Finnegan, Mayer, Brown,
Rowe & Maw. In regards to the rule issue, | wanted to
raise 1t. We understand that listing the guidelines as
a rule does not affect the issue of whether or not to
report or register.

However, once the entity decides to report,
what i1s the effect of designating them as a rule

regards to the actual reporting and its acceptance by
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EIA should someone administratively -- not judicially,
administratively -- question such acceptance as not
being in compliance with the requirements. The word
"requirements™ is iIn the guidelines, as i1s the word
"prerequisite™ and ''shall,”™ the Interim Final
Guidelines.

So 1t seems to us that the word "rule' sets
you up for a challenge at least on an administrative
basis of the acceptance. That could be important in
the context of someone using, as you suggested, a paper
for the Chicago Climate Exchange or something else.

MR. BROOKMAN: Would you suggest a remedy?

MR. FINNEGAN: Not designating them as a
rule. Publishing them in the CFR is not a problem.

Not designating them as -- It is designating them as a
rule.

MR. CONOVER: Thank you for that. Dave
Finnegan and 1 have had conversations about this iIn the
past, and we understand your concern on this. We"re
kind of -- the more we talk about i1t, the better I
understand what you are saying. 1 think you were kind
of coming down to the crux of the matter, which is
that, yes, you have to comply with the rules we"ve set
out 1T you want to get a registered reduction. That is

very clear.
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So to the extent that you don"t comply with
the rules we"ve set out and somehow EIA issues you a
registered reduction, someone may seek some, you know,
administrative sort of ad hoc remedy on that. |1 think
that"s unlikely, but nonetheless, it is within the
realm of possibility.

But the fact that we"ve designhated them as a
rule -- and 1"m not an APA lawyer, so 1"m not 100
percent clear on this. But if EIA is going to be
issuing pieces of paper to people that they think might
have value, whether we put 1t in the CFR or whether we
designate it as a rule, I question whether that makes a
difference in terms of dealing with the concern that
you have, which 1s somewhere somebody iIs going to say,
"No, wait, wait, wait, wait, wait. That"s not right
because they didn*"t do X, Y, or Z."

But we will continue to take this to heart
and continue to talk to our general counsel®"s office
about that issue. | appreciate the elucidation on
that. For some reason, it clicked a little more
clearly the way you just said i1t than a couple times
before.

MR. BROOKMAN: Thank you.

Other kind of overview comments before we

move to these perhaps more specific issues listed on
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the screen on both sides of the room?

(No response)

MR. BROOKMAN: Okay. So general issues, we
have kind of dealt with those.

We will start with inventory methods and
quality ratings. We can consider all of these at the
same time, | guess.

General comments on those? We will get into
these iIn greater detail iIn the breakouts.

Yes, please. Sergio.

MR. GALEANO: Just to break the ice, in
talking In general about the rating system, that is not
really cohesive across the sources, a stationary or
mobile or industrial categories. That rating system to
have a justification, in my mind, as many others,
should have passed two tests.

First, there should be a demonstration that
indeed there is a difference In accuracy and other
criteria between A to D. 1 cannot find that
demonstration in the documents.

Second, 1T indeed there has been and we prove
that there is a difference iIn accuracy between the
rating levels, there should have been a cost benefit to
make clear that the margin of cost to achieve that

level of iIncrease In accuracy is justifiable or
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acceptable. That is also missing iIn the report.

I wonder i1f those studies have been done and
where we can obtain them.

MR. CONOVER: Thank you for that. Believe it
or not, I actually did read every word of the general
and technical guidelines some time ago, and 1 guess
when I read it 1 thought that even the mere
descriptions of the different methodologies made clear
why one was superior or more likely to be accurate than
another. It seemed sort of intuitive to me when
reading the descriptions. Perhaps I"m wrong about
that.

In terms of the cost benefit analysis, Mark
and I have discussed the difference in this voluntary
program versus what would be required under a
mandatory, congressionally enacted mandate that you
reduce with some sort of penalties iIf you don"t.

That i1s, 1 think, your question, IS an
example of the kind of enhanced rigor that would be
required under a mandatory system that frankly 1 don"t
think §s necessary under a voluntary program such as
this.

But, Mark, can you help me out on this one?

MR. BROOKMAN: Mark Friedrichs.

MR. FRIEDRICHS: The inventory section is not
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the area that 1 was directly responsible for, but iIn
general, we found it impossible to use a single
methodology for distinguishing the relative ratings of
different measurement and estimation methods for all of
the sources.

We tried to lay out a general methodology
which took iInto account reliability as well as other
factors In setting up these ordinal ratings. One of
the i1ssues that we really want stakeholders to comment
on during this public comment period iIs the
appropriateness of those ratings.

So 1 encourage those of you who are expert in
each of these areas to give us specific comments where
you believe we got that relationship wrong or right.

MR. CONOVER: That"s a very helpful comment.

MR. FRIEDRICHS: Thanks.

PARTICIPANT: (OFF mike)

MR. FRIEDRICHS: The details will come up in
the breakout sessions on inventory, of course in your
written comments, but i1f you have general comments like
the one just raised by Sergio, very appropriate to
bring 1t up right now to address this broader question
of how we should distinguish between the different
measurement and estimation methods identified in the

inventory guidelines.
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MR. BROOKMAN: Do you want to go now, Bob?
Bob Schenker, and then I"m coming back to you, Sergio.

MR. SCHENKER: Bob Schenker, General
Electric. We have gone through the rating. 1%ve
actually rated my 2003 inventory using the process. |1
think inherently i1t is a good idea. We actually
achieved a three. |1 was a little bit surprised, but we
did achieve a three.

However, where 1™"m really concerned is the
discussion that DOE is going to reevaluate this three
and possibly ratchet it up over time. That is a big
concern. The reason for i1t is that the four ratings,
particularly where they just talk about direct
measurement of CO2, is totally unrealistic. 1 will get
into the details later, but basically, very, very few
non-electric power-producing boilers iIn the United
States are equipped with any CO2 emission monitors and
are not likely to anytime in the foreseeable future.

MR. CONOVER: You make two points on that.
Thank you for that.

MR. BROOKMAN: Dave Conover.

MR. CONOVER: If GE couldn®"t get a three,
we"d probably be in big trouble.

But the guidelines are going to be revised on

a three-year basis. That revision will iIncorporate
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stakeholder meetings, workshops perhaps, public
comment. We"re not going to just iIn the dark of night
ratchet up your score. So there will be definitely be
a process.

On the other hand -- and did we really only
have one NGO represented here today?

MR. BROOKMAN: 1 think there were three.

MR. CONOVER: The credibility of the system
requires that we recognize state of the art monitoring
capabilities. Obviously, you know, multinational,
multi-product manufacturers are not going to be
installing CEMs all over the place. But on the other
hand, there may be new methodologies that emerge that
are employed and that would require us, iIn order to
maintain the credibility of the system, to adjust the
rating.

So that i1s the intent, but there i1s going to
be a lot of process and dialog before changes are made.
This was a major undertaking to get through this, so
we"re not keen to just blithely change things in the

future.

MR. BROOKMAN: Sergio.

MR. GALEANO: Another related point. One of
the things that 1 noticed on the technical guidelines

is that you have added principles. Principles are
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good, but in this specific case of the rating, in the
principle of accuracy, there iIs an added paragraph
which reminds the reader that there is another
dimension to accuracy that even 1If -- addresses the
cost benefit that I have been addressing.

Unfortunately, that was not factored in what
we are doing on that proposed rating. That just was my
point.

MR. CONOVER: 1 understand. Again, as Mark
said, it would be extremely helpful that we will have
this transcript. Your comments constitute comments
here, but to have sort of a detailed analytic
submission would help us greatly on that point.

MR. BROOKMAN: Yes. Bob, go ahead.

PARTICIPANT: 1°d like to follow on to
Sergio"s comments. Going from a three to a four might
mean investments of millions and millions of dollars.

I think that"s the point that Sergio was making.

Keep iIn mind that those millions and millions
of dollars that we are spending trying to get a certain
score to register our reductions are millions of
dollars that probably would be diverted from actual CO2
emission reduction.

MR. FRIEDRICHS: Mark Friedrichs. This is a

point that we really do want to focus comment on in the
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relationship between continuous emissions monitoring
and mass balance techniques.

It"s my understanding that in some areas
there may not be a large gain In accuracy by the use of
CEM, and so we may not -- distinguishing the ratings
between the two may not be appropriate.

But again, we need to make that judgment on a
source-by-source basis. So comment in this area would
be very much appreciated.

MR. BROOKMAN: Lee Ann first, and then back
to Bill.

MS. KOZAK: Lee Ann Kozak, Southern Company.

Just on a general basis, there seems to be some
inconsistencies and gaps in treatment of iInventories
and reductions for electricity produced and electricity
that"s used. 1 won"t get into the details of that
right now. [I1*11 bring up some of them over the course
of the next day and a half as well as in the written
comments.

I guess one suggestion that 1 have for
perhaps clarifying some of the methods and getting
better consistency would be to have a section of the
technical guidelines devoted to electricity. That way,
everything could be set up together, put side by side,

and it would be a lot easier to see how it all fits
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together and to ensure that the methods are more
consistent.

MR. BROOKMAN: Thank you.

MR. CONOVER: That"s a really useful
suggestion. Thank you.

MR. BROOKMAN: Bill, and then Miriam.

MR. NICHOLSON: Bill Nicholson, American
Forest and Paper Association. Going back to the
potential changes iIn the future, 1 would observe that
the baseline is going to be the way i1t is going to be.

IT you ratchet up the standard, someone may well have
a 3.0 baseline. The GE example is a good one for what
they were doing. |If you have, say, a three and a half
requirement later on, nobody -- you“re not going to be
able to go back and change that baseline quality
estimate.

So you are going to be comparing a future
three and a half, i1f you raised i1t, to a three
baseline, and then you®re comparing apples and oranges.

MR. CONOVER: 1 think there are two different
issues here. One i1s, do we recognize new methodologies
In a sector such that the A, B, C, or D is different in
the future. That is one question, and that"s what 1
thought that GE was talking about.

And then, two is, 1T we go from requiring a
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three to requiring a B-plus or a three and a half or a
four, okay, that -- I answered the other one thinking
that that"s what you were talking about.

I understand exactly your point. Yes, you“re
absolutely correct. The way my head had been wrapped
around i1t was that we were talking about new
methodologies, changing the mix of methodologies that
went into your rating, not changing a three to a three
and a half. But obviously, any future DOE, after
public process, could take that other choice. It just
never occurred to me that that was what we were
thinking about doing.

MR. BROOKMAN: Miriam.

MS. LEV-ON: I wanted to --

MR. BROOKMAN: Miriam, you need to get close
to that microphone.

MS. LEV-ON: Yes. Miriam Lev-On on behalf of
the American Petroleum Institute. 1 wanted to address
the quality rating, especially as it pertains to the
API Compendium because DOE references the API
Compendium throughout the guidelines.

One of the problems that we have iIs that
typically the assignment of C ratings to all the
default emission factors based on general activity

data. Not all default emission factors that are based

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

72

on general activity data are of the same gender because
some of them are based on a lot of activity data that
are really representative of the sector and some may be
based on a couple of points that are not truly
representative.

So automatically putting in a C rating on all
of these emission factors, the grades -- the emission
inventory for many of the sub-sectors within the oil
and gas industry where the only data that is available
are these kind of default emission factors that
characterize a sub-sector.

So that i1s primarily our comment. We will
have more, 1 think, on the written comments.

MR. CONOVER: I understand your comments, but
I would ask Mark or Ray to respond.

MR. BROOKMAN: Ray Prince.

MR. PRINCE: Ray Prince with DOE. We have 1In
fact attempted to distinguish between the default
ratings which were based on a large sample as opposed
to a very small sample. If we"ve made a mistake in
some place where we failed to follow that principle,
(off mike) any recommendations.

MR. BROOKMAN: I1"m sure the Department would
welcome your e-mailed comments on how that might be

further differentiated.
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MR. CONOVER: Yes, we would.

MR. BROOKMAN: Yes, please. In the back.
Your name, please?

MR. BHATIA: Pankaj Bhatia from World
Resources Institute, Washington, D.C. 1 just wanted to
comment on the rating system, the conversation that
we"re having here. |1 think it"s a very positive
approach that is provided in the new 1605(b). 1 think
we recognize that there are some concerns and It can be
expensive, you know, iIn changing your choices on
different options that are provided to moving from C to
approach full. 1t could be quite expensive, that is
true.

But 1 think one of the purposes of the new
1605(b) is to provide leadership and to provide some
aspirational standards for companies to improve (off
mike.) So 1 think by providing this kind of structure,
this provides encouragement and it provides an
incentive for companies to try to collect In a more
accurate manner, trying to use better approaches.

So in that sense, | think 1t iIs a very good
development, but I think also, recognizing the
concerns, one of the things that should be noted is
that none of these are required. All these are

optional approaches. So you could use four or three or
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two or one.

But one of the things to consider is that if
you are registering reductions -- if 1 understand
correctly the 1605(b) guidelines, if you are
registering reductions and you are required to be above
a certain level, but then above that level there are
other options. So still you can make a choice.

Above all, 1 think i1t helps to provide some
transparency in terms of the kind of methods that a
company is using to quantify theilr emissions intensity
and reductions.

So looking at a number of these factors, it
IS an aspirational standard. It provides transparency.

It helps companies to improve -- | think 1t"s very
good.

MR. CONOVER: Thank you very, very much for

that.

(Laughter)

MR. BROOKMAN: That was Dave Conover.

Other comments? And particularly looking at
this list --

MR. CONOVER: Particularly comments like
that.

(Laughter)

MR. BROOKMAN: -- of bulleted points here.
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Your name, please? Use the microphone.

PARTICIPANT: I don"t know if this is
directly related to any of that, but could someone
comment just briefly on the possible interrelationship
between these guidelines and the information quality
guidelines?

MR. CONOVER: 1 can®"t. You mean the Data
Quality Act?

PARTICIPANT: (OFF mike)

MR. CONOVER: Phew. Well, gosh. We don"t

have -- Mike, can you pitch In on this?

MR. BOWERS: I know what you"re talking
about.

(Laughter)

MR. CONOVER: I could do that. Mike knows

what you"re talking about, and as a consequence, he
doesn"t want to be on the record.

(Laughter)

MR. BOWERS: 1 was aware that --

MR. CONOVER: Mike.

MR. BOWERS: Oh, Mike Bowers with the General
Counsel®s Office.

MR. BROOKMAN: Get close, Mike, so we can
hear you.

MR. BOWERS: 1 am familiar with the Data
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Quality Act. We have guidelines. There i1s probably
the potential for application here, but beyond that,
I"m really not prepared to respond.

MR. CONOVER: I mean, 1"ve looked at that
issue in a different context, and 1 thought that the
Data Quality Act went to reports being issued by the
government.

MR. BOWERS: 1It"s information disseminated by
the government.

MR. CONOVER: Right. Information
disseminated by the government. So, | mean, we"re
receiving reports from you all. There"s a requirement
for certification. So we"ll get back to you on that.

MR. BOWERS: Yes.

MR. CONOVER: Before | say something as a
lawyer that 1 shouldn™t say.

MR. BOWERS: 1 have to say, I wasn"t exactly
prepared for that.

MR. CONOVER: Yes.

MR. BROOKMAN: Okay. So maybe there is more
to come on that.

Please, sir, your name.

MR. PRILLAMAN: Hunter Prillaman, National
Lime Association. One question 1 have about the rating

system is, by establishing what ratings will allow you
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to register reductions, aren"t you prejudging what
Congress might do in establishing a mandatory system?
Because once you set this up with these rating systems,
it would be virtually impossible for Congress to go
back and say, "Well, we think that reductions measured
by some other method would be acceptable.™

So really, you are establishing what are
going to be the requirements. Why wouldn®t you allow
people to register reductions as long as the
registration indicates what method was used? Then you
would have the same information and then you don®t
prejudge what later can be allowed in terms of
mandatory reductions.

MR. CONOVER: That"s a very interesting
point. So you would say allow the registration of
reductions but sort of be transparent about what
methodology they use. Therefore, In a market
transaction, they might be worth less than a set of
reductions that were achieved with a better
methodology, something like that.

That"s an interesting point. 1 understand
that. Again, the intent was to fulfill the president”s
directive to us, which was in part to enhance accuracy,
relrability, and verifiability.

I think that -- 1 can tell you as one who did
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participate in some of the senior principals®™ and
deputies™ meetings on these various issues that there
are a lot of choices that were made between rigor on
the one hand and sort of ease of use and inclusivity on
the other. More often than not, the interagency group
went with rigor.

This 1s a case where our direction was -- the
people that actually did the work on this were asked to
come up with the best system they could come up with,
the most credible system they could come up with, and
that does mean putting sort of a seal of approval on
different methodologies.

So, yes. I would say yes, we understand
that. Good point.

MR. PRILLAMAN: Just to follow up, just to
put i1t another way, since you don"t really know in the
long run what this information is going to be used for
and how It"s going to be used, to set limits for what
information you are going to take in Is maybe not the
right approach.

MR. CONOVER: 1 appreciate that. And again,
as the representative for WRI pointed out, you can
still report all sorts of reductions based on all sorts
of methodologies. So there will be a record of that if

you choose to use 1t. The question is, for the
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purposes of this exercise what constitutes a registered
reduction. But we look forward to further discussion
of that point.

MS. DIPERNA: Yes, thank you. My name is
Paula DiPerna. 1I1"m executive vice president of the
Chicago Climate Exchange, which has just been mentioned
twice. | would like to very much underscore the
relevance and the importance of the point just made.

MR. BROOKMAN: Thank you.

So written comments on that issue I"m sure
would be welcome as well.

Other -- yes, please. Your name?

MR. CARAMAGNO: Dan Caramagno from Schering-
Plough. I guess the one question I have i1s, has the
Department looked at the European Union directive in
relation to this voluntary guideline?

I"m still looking through 1t. My first
impression iIs your rating system is actually stricter
than what the European Union requires. 1 could be
wrong.

MR. CONOVER: 1 personally haven"t looked at
the European Union directive, but 1°d be iInterested to
find out whether your assessment iIs correct. That
would be an iInteresting headline.

(Laughter)
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MR. CONOVER: Not that we will ever get a
headline like that.

MR. BROOKMAN: Robert.

MR. STRIETER: Yes. Bob Strieter, the
Aluminum Association. 1°d like to have some insight on
how the rating system and registration of credits
relates to the Climate Vision Program, verification of
that program.

The reason 1 ask i1s, our members have both a
1990 baseline and the year 2000 benchmark. It"s not
clear how we can demonstrate our agreement when we
don"t -- we"re not able to register our credits with
those baselines.

MR. CONOVER: Thank you. That precise point
was the subject of discussion by the deputies as we
moved forward in this process. 1 want to make two
points about it.

Number one, yes, you can report any
reductions achieved going back to the statutory
baseline established under the Act. So there will be a
record of those. You can"t get a piece of paper from
EIA saying you"ve got a registered reduction, you are
correct, prior to 2002.

The decision that the group made was, given

the president®s speech in 2002, this ought to be a
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forward-looking exercise and we ought not to allow,
really, people to go back In time, apply the same
methodologies -- and frankly, there would be very few,
I think, relatively few entities that would have the
capacity to do that without a pretty significant burden
-- and then register those older reductions.

But as with everything else, comment on this
point is welcome. But, yes, we are aware of that
inconsistency.

MR. BROOKMAN: Yes, please. Your name?

MS. ARCHER: Mary Archer with FPL Group.
Following up on that, 1 have a suggestion with the
baseline period. Because there are many good actors
that have participated in the past and put their
inventories in 1605(b) for many years, that the
baseline period could be adjusted for those that could
provide the backup and follow the new methodology to
give us a larger baseline period, such as a max of six
to eight years.

MR. BROOKMAN: Change the start date? IT
you“"ve got the data that shows --

MR. CONOVER: That"s a little different issue
than the one that was previously raised, but it"s
related and we appreciate the comment.

MR. BROOKMAN: Did I see somebody over here
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that 1 missed? 1 guess not.

Okay. Please. Your name.

MR. BHATIA: Pankaj from WRI. 1 wanted to
raise another issue because 1 believe this iIs a general
discussion session. And one of the observations that
we have with respect to the new 1605(b) Guidelines 1is
regarding how do you define the reporting entity.

In some ways, | think if we look back at the
old 1605(b) and consider various improvements that have
been made in the new revised guidelines, 1 think It°'s a
major improvement in terms of the requirements that if
a company wishes to register its reductions, then It is
also required to report its entity-wide emissions.

So again, WRI would like to compliment, 1
think, on this to the 1605(b) team, but then we also,
at the same time, have some major concerns about this
new requirement.

I think one of the principles that 1605(b) is
trying to serve is to make sure that companies, iIn
reporting their reductions or registering their
reductions, are able to provide a complete and
transparent picture about the operations of the company
and what i1s happening with respect to other operations
where they don"t have any reductions.

So 1 think -- 1 believe that you understand
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this point. This is an issue of cherry-picking. It"s
a very important issue. We do not want that a company
presents an incomplete picture of its reductions. So
iT there are emissions that are increasing in some
operations or in some divisions but there are emissions
that are decreasing In some divisions and operations
and they choose to report only with respect to those
operations where their emissions are decreasing and
they choose to register only those reductions, then, in
our understanding, that would still defeat the purpose
of this new requirement on entity-wide reporting.

So the concern that we have i1s, how do you
define this reporting entity and why do you not require
that the parties under 1605(b) must report at the
highest level iIn the United States? That means at the
parent company level. They must report at the parent
company level. They must report all their operations.

There are very clear rules that you already
provide on consolidation of emissions to a higher level
of entity, and you could still use those rules. So I™m
still not able to understand why would you -- along
with this improvement, why would you not require that
companies report at the highest level, which is the
parent company, In the United States?

Thank you.
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MR. CONOVER: Thank you. That is a fTair
comment, and you honed in on one of the few areas where
in the balance between rigor and inclusivity we went
with inclusivity. Because, we felt like, particularly
with some of the companies represented here today, It
might keep them from participating if they had to
report at the holding company level. Therefore, if
they“re not participating, maybe they“re not as
motivated to actually make reductions in their
emissions.

So whille 1 would direct your attention to
page 15173 of the Federal Register notice, which has
sort of an expanded treatment of the draft that"s up on
the screen right now -- we didn"t make the choice that
you“re talking about, obviously.

But at the same time, we wanted to prevent
cherry-picking, and we think we are preventing cherry-
picking by requiring in the entity statement with
documentation of the legal basis for the entity, the
scope and appropriate names. So It"s not going to be,
you know, Conover Athens, Ohio, reporting as though
they were Conover Global, Limited. Organizational
boundaries that are determined in a sort of logical,
common sense way, and then a certification requirement,

and then this entity-wide -- once you“"ve chosen your
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entity, entity-wide emissions inventory.

So we think we have a system that will not
allow that cherry-picking unless a company wants to go
to the trouble of creating legal entities solely for
the purpose of entering i1t into the 1605(b) program.
But we look forward to further comment from you on that
point.

MR. BROOKMAN: Sergio, and then back to Bob.

MR. GALEANO: Perhaps piggybacking on the
earlier comments about the wider entity, In the past
and probably in the future comment, we will be
supporting the wide entity reporting for registration.

We really have some misgivings about many faces of the
reporting because i1f you are going to be serious about
this and all it will cost to do that, you should go all
the way to the registration and not stop on the
reporting. But that"s an opinion that iIs a decision
for each company.

The point is that wide entity in the way that
we have been interpreting that in a quick reading on
all these regulations and pages is that will avoid what
WR 1s questioning about. 1 have just to read it again
now to see IT indeed i1t is avoidable. Because at the
end, we are going to get to a pool of registration from

the AEL.
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And as you see there iIn your favorite slide,
the prior one, you get the small emitter and you get
the large emitter. You have completely different
requirements in registration, and they have nothing to
do with the rating itself, in which you are going to
get a pool in which you really have a mix of quality
and risk for any financial decision.

We do believe that rather than just to take
too much time in how innovation will improve or will
move forward by a ranking system that fails the two
elemental tests of demonstrating a difference and a
cost benefit, i1t would be simply better to add a new
tier to the EIA registration paper, that paper that
you“"re going to get from them.

I would like to have a paper that says, "This
paper recognizes that the information that you have
supplied has been third party-certified,” because I
don®"t know of any financing activity going on that does
not require a third party certification. All the ones
that 1 know, including the Chicago Exchange, do not
require a ranking system for measuring or calculating,
but they do require a third party certification.

We voluntarily pay in our inventory for a
third party certification. Why that distinction is not

made in that document from the EIA if indeed I want to
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pay for it because 1 want to get more credibility on
that piece of paper.

MR. CONOVER: So in fact, if you look at the
page that 1 previously referenced, you can note in your
report that this was independently verified by a third
party. There is no bar on that.

MR. GALEANO: My point is, to have that piece
of paper from the EIA making that distinction.

MR. CONOVER: Right. 1 understand, yes.

MR. GALEANO: Doing that for a third party-
certified submission or not.

MR. CONOVER: Rather than a quality rating
system. That"s your point.

MR. GALEANO: That"s right.

MR. CONOVER: You know, that is an
interesting comment. 1 will tell you that the issue of
requiring third party verification was also discussed
at the highest levels In the iInteragency process here.

We chose to not require but to encourage third party
validation.

And then, to your previous point on the small
emitters, | think that we need to remember that these
Tfolks are emitting less than 10,000 tons a year. |
mean, these are truly small emitters. They do have

requirements iIn order to receive their registered
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reduction.

But this issue, too, was discussed in pretty
much detail about the desire to get a lot of activity
from small emitters and the fear that if we applied the
guidelines that apply to large emitters to everyone
that we just wouldn"t get that. We wouldn®t get the
kind of activity, and therefore you wouldn®t get the
kind of emissions reductions that you will if you
facilitate or encourage the small emitters through a
somewhat less onerous process.

But it Is not a free -- 1 mean, they don"t
get a free ride, that"s for sure.

MR. BROOKMAN: Bob, are your comments similar
to Sergio®"s? Do they follow on?

MR. SCHENKER: Actually, I want to follow on
both comments, i1if I may.

MR. BROOKMAN: Can 1 go to Bob for a brief
comment, and then 1711 return to you?

Go ahead. Follow on to Sergio.

MR. REAGEN: Bill Reagen with 3M. It"s a
little off this subject but a general question on the

MR. BROOKMAN: Wait a second.

(Laughter)

MR. BROOKMAN: Go ahead. You"re next, Bob.
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I*m coming back to you.

MR. SCHENKER: Thank you.

On the issue of entity-wide reports, you
know, we believe -- our company is a general electric
company that -- you know, we are so big and so diverse
and we do business In so many different places that we
believe that a worldwide, entity-wide report makes
sense for us, and we are endeavoring to do that. We
are endeavoring to be as complete and as accurate as we
can worldwide.

However, please keep in mind that when you
start taking a look at that rating system, and I think
that a lot of the -- that the thinking and assumptions
that went into establishing individual ratings were
thinking very much of what happens in the U.S. The
world is different outside of the U.S.

Keep in mind that an entity like GE, who must
set a rating -- has to do our rating across every
single source regardless as to what country it is in,
under what regulatory scheme i1t does business in, that
IS going to have a big impact on us. It is going to be
much harder for us to get a three rating than it is
perhaps for somebody else who is solely in the U.S.

On the issue of independent verification, GE

supports that the independent verification be
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voluntary. We ourselves would much rather spend the
money that we would spend on an independent
verification -- we would much rather spend that money
internally on our own verification processes because we
believe that we could better enhance our accuracy
ourselves than relying on the iIndependent verifier.

MR. BROOKMAN: Thank you, thank you.

Bill.

MR. REAGEN: Bill Reagen at 3M. Can somebody
comment generally on the relationship between the EPA
Climate Leaders inventories for entities and the
reduction commitments and those of 1605(b)?

Specifically, 1°ve heard the reference to the
EIA piece of paper, and 1 was looking for clarity on,
is there a mutual relationship between those two
programs relative to that piece of paper.

MR. CONOVER: Well, 1711 answer from a
political appointee perspective and then seek some
wisdom from those here with EPA perhaps. But, yes,
there i1s a short answer. The design, the intent -- and
we recognize the differences between Climate Leaders,
Climate Vision, and 1605(b), but the intent is to
facilitate reporting into 1605(b) from each of those
programs.

How close we get to fulfilling that intent
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we"re interested in your comments on and we will
continue to be working with EPA on the draft technical
guidelines as we move forward to make sure that we are
not precluding things that we don"t want to preclude.

We can spend a few minutes on this point.

MR. BROOKMAN: Yes, let"s do 1t. Yes.

MR. CONOVER: AIll right.

MR. BROOKMAN: I will come over to you. Let
me note that in about 10 minutes we will be taking a
break, for those of you that are interested.

A quick question while he is cuing up these
slides. Go ahead.

MR. SHIDELER: My name is John Shideler. 1™m
representing NSF-ISR, a certification body. 1°d like
to just make a comment since the question of third
party verification has come up.

When we get to the detailed discussion at
11:30, I have some more in-depth comments, but one of
the points that hasn®t been raised yet has to do with
the burden on those entities that choose the option of
third party verification.

In my close reading of the proposed
guidelines, I"m a little bit concerned about how the
language actually addresses the verification process

because i1t seems that the verifier has a far greater
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burden than would normally fall upon the verifier iIn
say financial accounting type verifications to make
attestations that should really be the responsibility
of the party that is reporting.

So while 1 think there has been an
improvement since last year, when we get to the
verification guidelines 1 think there is still a long
way to go in unraveling who does what and how.

MR. BROOKMAN: Those specific comments iIn the
breakouts will be helpful, as supplemented by your
detailed comments.

Mark Friedrichs.

MR. FRIEDRICHS: Actually, later this morning
we hope to get into the independent verification parts
of the guidelines just a little bit. Your comments are
very welcome.

One of the things we tried to do in the
guidelines was to break a little new ground in defining
what i1ndependent verification should be. If someone
claimed to have third party verification, we wanted to
have some assurance that that third party verification
met certain standards.

But 1t"s new ground, so we very much want to
focus stakeholders on those provisions and to get

specific comments.
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MR. BROOKMAN: So, Mark, do you want to cue
up this slide here? Mark Friedrichs.

MR. FRIEDRICHS: Sure. Tom Kerr and 1 can
just help and briefly summarize.

We looked at the broad features of the
1605(b) guidelines and Climate Leaders, just to give
you an idea of how they relate on several different
points. 1 think one part that becomes pretty evident
is that we have a lot of commonality, but there are
some significant areas of difference as well.

In terms of scope, both focus on all U.S.
operations but allow reporting of non-U.S. activities.

Both require entities to define themselves and their
boundaries. Both require annual emission iInventories
covering all six U.N. FCC gases, sequestration, and
indirect emissions from electricity use.

In terms of inventory methods, DOE has
proposed this quality rating system and a broader range
of inventory methods whereas Climate Leaders has
identified a narrower range of selected methods.
Entity-wide assessment of changes; yes, there is an
emphasis i1n both programs on entity-wide assessments.

1605(b) does not have targets. Climate
Leaders focuses on negotiated targets for emissions,

emission reductions. And 1605(b) has a process for
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registering emission reductions whereas Climate Leaders
does not.

Under both -- well, 1™m sorry. Under
1605(b), reductions are measured by emissions iIntensity
or absolute emissions with certain qualifications. The
focus under Climate Leaders is on a negotiated target.

Avoided emissions are recognized broadly
under 1605(b) and as specific projects under Climate
Leaders. Sequestration broadly under 1605(b); again as
offset projects under Climate Leaders.

Offset reductions are permitted on a sort of
entity basis under 1605(b), on a project basis under
Climate Leaders. Project reductions are allowed but
for registration they are a kind of method of last
resort under 1605(b), and under Climate Leaders they
are used primarily iIn the offset area.

There is an explicit certification statement
under 1605(b), not under Climate Leaders. In both
cases, we encourage independent third party
verification.

An important difference in terms of the
disposition of reports is that 1605(b) focuses on
public availability of the reports except when business
confidential data is involved. Climate Leaders does

permit confidentiality upon request. So that is less
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of an emphasis on public release.

So that i1s a broad review of the comparison
of the two programs. We have talked just a little bit
about some of our objectives. We are encouraging, of
course, participation in both. We do hope to design a
system that enables companies that want to participate
in both to file a single iInventory report and possibly
other combined data reports. We are working to ensure
that there are no direct conflicts between the program
measurement protocols or other requirements.

Obviously, this is one of the areas where we
want to focus comment. We want to try to make sure
that there aren"t conflicts that are going to make some
combined reporting impossible or difficult.

MR. BROOKMAN: Thank you.

I*"m hoping we can go to break fairly shortly.

Lee Ann, you"re next in the queue, followed
by Bill.

MS. KOZAK: Lee Ann Kozak, Southern Company.

In the way the requirements have been set up for
reduction registration and the i1dea that the system is
designed to measure contributions to the president™s
goal, there seems to be something of a disconnect
there.

The only way a company can measure

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N o g b~ w N P

N NN N NN P B P B R P P PR R
a b W N P O © ®©® N O O M W N PP O

96

contributions to the president"s goal, which basically
puts them into a baseline for the year 2002 or some
average going back a few years, and to be able to
register those reductions iIs in the happy circumstance
where all the data that"s required for registration
happens to exist in the archives of the company.

IT there 1s some information that a company
needs to be able to meet the requirements for
registration that they don"t happen to have, they have
to start collecting that. If they have to start
collecting it, you can"t do your baseline until some
years going forward, which means that you then can"t
measure your requirements against the 2002 essentially
baseline for the president®s goal.

So there"s a real disconnect there, and if
that data doesn"t exist, it really puts companies iIn a
bind for which way they go and what do they do when,
you know, ideally they would like to do both.

MR. BROOKMAN: Dave Conover.

MR. CONOVER: Yes. 1 mean, the operable
phrase you used was "and register reductions.” They
can report based on the guidelines and those reports
can be looked at as we assess progress toward the goal,
but yes, you are right. |If they want to register the

reductions, they have to jump through the hoops that
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are set forth.

Your comment really is sort of a flip side of
the comment that we ought to be able to register
reductions for prior years, you know, earlier than
2002.

So, yes, it is a challenge whichever
perspective you look at it.

MR. BROOKMAN: Bill Fang.

MR. FANG: Going back to what Mark Friedrichs
was talking about just a couple minutes ago, I don"t
think his slides had this point. He asked about
conflicts or iInconsistencies. There is a large one iIn
the area of base year or base period between Climate
Leaders and 1605(b) reporting.

Climate Leaders is much more flexible in this
regard because, as I understand it, participants can
pick. They have flexibility In choosing the base year
and then choosing a voluntary target that is in some
years in the future beyond that base year.

However, under the Final Interim Guidelines,
the start year has to be 2002 or later. So several
companies have noted that this Is a huge iInconsistency
and some reductions that they can report and will be
credited to their target under Climate Leaders will not

be recognized under the 1605(b) guidelines.
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MR. CONOVER: Yes, and we strongly encourage
comment on that point.

MR. BROOKMAN: Thank you.

A final comment before we go to break.

Thomas.

MR. WARD: Tom Ward from Novelis. 1It"s
understood that we want to encourage the highest degree
of reporting accuracy going to level three and/or four
iT necessary. But rather than setting a minimum
threshold, which is prohibitive against one of your
principles of encouraging as much reporting as
possible, wouldn"t it be more attractive to all of your
stakeholders to have them report what quality they do
have.

Many of your stakeholders are reporting
internally several data sets, some data quality two,
some data quality three, and data quality four
internally, and reporting for their whole corporation
and sustainability reports and annual reports their
full data sets, taking iInto account the statistical
significance of that data.

They would not want to have to extract out
information for the purpose of submitting a 1605(b)
report and having in the public eye two different sets

of data.
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MR. CONOVER: Right.

MR. WARD: |If we can simply report the
correct statistical data quality, you®"re going to get
more reporting, the companies are going to have the
right data in both of their reporting media, and you
are going to get a lot more reporting, and they"re
going to be encouraged through that process to improve
the data quality nevertheless. 1 think you“re being
prohibitive by setting a minimum threshold.

MR. CONOVER: Appreciate that. That is, as
you point out, a new feature the 3.0 average required
to play.

Yet, on the other hand, I think I disagree
that all of our stakeholders would be supportive of the
position you just outlined because 1"m pretty sure that
a number of our stakeholders, perhaps who don*t
themselves report but nonetheless are considered our
stakeholders, would very strongly oppose sort of
allowing reports based on whatever data and in whatever
fashion an individual entity generates because they"re
not all going to be viewed.

There are going to be companies or entities
that perhaps don"t have sophisticated or serious or
credible inventory and reporting systems. |If you set

the bar too low, you are going to go back to the same
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criticism that was leveled at the 1994 guidance, which
was 1t"s not credible. It doesn"t mean anything.

But 1 take your point. We"re not -- was that
the last question?

MR. BROOKMAN: 1 would suggest we return to
this when we come back from break. 1 think now iIs the
time to go to break.

MR. CONOVER: I would just say, we are under
no i1llusions that we got i1t perfect in this system. In
fact, that was a conscious decision. Otherwise, we
would have been doing this until Janet Bush was
president.

(Laughter)

MR. CONOVER: We don"t have -- and we take
seriously this comment period. So if you"ve got a
better way that meets in a balanced sense the various
principles, that 1 thought that Mark Rey really knocked
out of the park in terms of his talking points, of what
we were trying to accomplish here, if you®"ve got a
better system or proposal that doesn"t tilt us too far
in the direction of any one of those principles and
away from some of the others, we are open for
discussion on that.

I can"t stress to you enough how much time

the DOE staff -- and we"ve got former DOE staff here as

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N oo g b~ w N P

N NN N NN P B P B R PP PR R
a » W N P O © ®©® N O O M W N P O

101

well -- spent literally poring over comments trying to
get this as right as we could. So we encourage further
comments.

MR. BROOKMAN: 1 would note that several
people, 1 think, want to comment on this further. When
we return from the break, we®ll talk more about the
alignment between 1605(b) and Climate Leaders.

But 1"m going to suggest we take a break now.

It is just about 10:30. We"ll resume at 10:45.

We should thank Dave Conover for his extended
comments.

(Applause)

MR. BROOKMAN: We"ll resume at 10:45. Thank
you.

(Brief recess)

MR. BROOKMAN: 1 wanted to reiterate that the
PowerPoint slides that are being presented today --
hey, Paul McArdle, can you get Mark Friedrichs in here?
-- that the PowerPoint slides that are being used today
will be posted on the Web we think by the end of the
week -- 1 think that"s the target date -- as will
subsequent comments in the span of two weeks or so.

There was another comment. Oh, and 1 would
ask once again, as you®"re making your comments for the

record, please state your name slowly and carefully so
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we make certain we know who s speaking. All this will
be transcribed and audiotaped as well.

So where we left off, as you may recall, was
a discussion between Climate Leaders and 1605(b), the
areas of commonality and the areas where they don"t
agree so much. 1 wanted to make certain we"ve provided
an opportunity for anybody that had additional comments
on that before we move on to the next subject.

Dave, I saw your hand up before. Does it
relate to this one or something else?

PARTICIPANT: (OFF mike)

MR. BROOKMAN: Something else, okay.

So, any other additional comments on Climate
Leaders? 1 thought that discussion had a lot of
traction. Any additional comments on that?

(No response)

MR. BROOKMAN: Okay. Seeilng none, then,
Mark, do you want to move to the next element in the
agenda?

Mark Friedrichs is going to be cuing up the
provisions you see in the middle of the page on your
agenda, Provisions for "Entity Statements™ and Starting
to Report. You can see six different sub-elements that
he 1s going to be covering.

(Pause)
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MR. BROOKMAN: Some of the issues that Mark
Friedrichs i1s going to be raising with his presentation
-- he and 1 were talking just as we returned from the
break -- some of these issues we will have covered at
kind of the broader level in the morning. This is an
occasion to dive a little deeper, get a little more
depth and a little more explanatory comment. So we
welcome that as we"re moving along here.

MR. FRIEDRICHS: We"re missing part of the
presentation. 1"m sorry.

MR. BROOKMAN: Who should 1 get? Mike?

MR. FRIEDRICHS: Mike or Mindy.

MR. BROOKMAN: 1Is it the front half or the
back half?

(Pause)

Provisions for "Entity Statements™ and Starting to
Report
Mark Friedrichs

(PowerPoint presentation)

MR. FRIEDRICHS: Sorry. Technical glitch in
PowerPoint. It was skipping the actual contents of the
slides. Anyway, sorry for that delay. We"re getting
started with our second session, "Entity Statements™
and Starting to Report.

We"ve already covered some of these issues,
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so we"re going to be going over some of the ground
that"s been addressed by comments. 1°m going to try to
highlight some of the areas that we haven®t yet talked
about.

I"m going to go through my slides one by one
and pause after each of them to give people an
opportunity to comment on the range of issues
identified in each slide.

First, I wanted to focus on the guideline
requirements regarding the definition and naming of
entities and the setting of organizational boundaries.

Of course, as we"ve talked about, we encourage all
reporters -- large emitters to report at the highest
level of aggregation for their U.S. operations,
although we do provide some flexibility in that regard.

Reporting entities must have a legal basis
and be named appropriately as we"ve described, and they
must define their organizational boundaries. We
recommend that they use financial control as the basis
for determining boundaries, although we do provide an
opportunity for entities to use other approaches if
they are fully explained.

At least one issue wasn"t fully discussed iIn
the morning, and that was the requirement that the

entities define themselves in a way that iIs consistent
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with their management structure. For example, 1If an
entity had three subsidiaries reporting to a parent
company, we don"t want to have a situation where two of
those subsidiaries are reporting and not all three.

IT one subsidiary decided to report --
participate directly, it could do so, but we don"t want
the reporting entity to be inconsistent with Its own
management structure.

This same approach for defining entities
should also be used if the entity chooses to report on
its non-U.S. operations as part of its entity-wide
report to DOE.

Why don"t 1 pause here and see It we have any
other questions or comments in this range of issues
that you would like to make now.

MR. BROOKMAN: Eric.

MR. HOLDSWORTH: Eric Holdsworth, Edison
Electric Institute. Let me just ask a basic question.

I*"m still having a hard time understanding if an
entity wants to report under the new guidelines what
the differences are between that process and the
current process. In other words, 1If you want to
report, is it the same; are there differences; and what
are those differences?

MR. FRIEDRICHS: The guidelines set out a

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064



© 0 N oo g b~ w N P

N NN N NN P B P B R PP PR R
a » W N P O © ®©® N O O M W N P O

106

variety of methods for measuring or estimating
emissions. Those methods need to be used whether or
not the entity is reporting only or registering
reductions.

IT an entity is reporting, it doesn"t need to
do an entity-wide inventory. It doesn"t need to meet
the 3.0 minimum quality rating. But it still needs to
use the methods identified In the iInventory technical
guidelines.

Similarly, if an entity wants to report
emission reductions, It can use any of the methods
identified in the technical guidelines. It doesn"t
need to do an entity-wide assessment of emission
changes from one year to the next. But i1t does need to
use one of the i1dentified methods, whether that®"s an
entity or absolute, changes in carbon stock, avoided
emissions, or action-specific methods.

I hope that"s helpful.

MR. BROOKMAN: Your name for the record?

MS. DIPERNA: Paula DiPerna, Chicago Climate
Exchange. To that point -- and mine iIs a very simple

vocabulary issue that I raised earlier with Mr. Conover

-- can you clarify, are you saying -- is it possible to
register emissions -- | understand the distinction
between reporting and registering. 1Is it possible
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under these guidelines at the moment to register
emissions that are achieved that we would call net
reductions? In other words, that are not intensity
reductions.

Can you register real reductions, or whatever
the terminology is you are using, for those that are
not derived only from intensity measurements?

Thank you.

MR. FRIEDRICHS: Yes, that"s our absolute
emission reductions. We do allow absolute emission
reductions to be reported but with one very important
qualifier, and that is that the entity has to
demonstrate that i1ts output has not declined. That
does mean that the absolute emission reduction iIs a
form of an emissions intensity reduction. Perhaps that
gets to your point.

MR. BROOKMAN: Paula, follow on.

MS. DIPERNA: Yes, i1t does a bit, but my
question was can you register. | understand you can
report. 1"m asking If you can register absolute
emissions reductions.

MR. FRIEDRICHS: As long as they“re
consistent with that qualifier, yes, you can. And of
course, as long as the entity meets all the other

requirements for registration. But, yes, under those
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circumstances, those would qualify.

MR. BROOKMAN: Miriam.

MS. LEV-ON: Yes. Miriam Lev-On representing
the API. The question is on the definition of
financial control or reporting under financial control.

Most guidance documents for accounting for greenhouse
gas emissions use terminology such as operational
control or equity share. The API Petroleum Industry
Guidelines also use this document as well as WRI and
WBTSD (ph).

It"s not clear exactly how financial control
enters into the picture or what"s the difference
between fTinancial control and operational control, if
there is any, or what DOE actually intended by defining
financial control in a different way than what is used
currently in most of the other global guidance
documents.

MR. BROOKMAN: Mark Friedrichs.

MR. FRIEDRICHS: We are trying to get to a
point where we i1dentify the emissions that are under
the management control in a financial sense of the
entity. So there are certain circumstances where the
entity may have only a majority share, may even have a
minority share, but has overall financial control of an
entity.
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We would appreciate more specific comment on
what terminology here Is most appropriate. We"re
trying to get to a situation where we have as little
overlap between reporting entities as possible. We
were concerned about the possibility that entities
would use alternative ways of defining their boundaries
which would result in overlaps between entities that
could result in some double counting. We wanted to try
to minimize those situations.

MR. BROOKMAN: Yes, please.

MR. BHATIA: This is Pankaj from WRI. I want
to also try to respond on this point because the WRI-
WBTSD protocol includes all the three options. That
is, financial control, operational control, and equity
approach.

Also, we recognize that In most cases
financial control and operational control generally
result in the same emissions data. It is only, 1
think, in the oil and gas sector where there is a
special application of the concept of control. That
could result iIn different emissions depending on
whether you use financial control or operational
control.

I think the way the new 1605(b) guidelines

define financial control is consistent with
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international financial accounting standards. The
concept i1s, | think, quite clear. There is only one
difference between financial control and operational
control. Financial control means control over
financial and operating policies of an operation, and
operational control is control over only operating
policies, not financial policies.

So although in most cases i1t you have control
over operating policies, then you®re likely to also
have control over financial policies. So that"s why 1iIn
most cases it will be the same. So I hope this helps.

MR. BROOKMAN: Thank you.

MR. FRIEDRICHS: That"s very helpful.

I should note that the guidelines do
recommend the use of financial control but do permit
alternative methods as long as they“re explained.

MR. BROOKMAN: Yes, please. Your name?

MS. ARCHER: Mary Archer with FPL Group.
Concerning the equity share, we have partners that like
to claim their share of many of our new resources
because we have low and non-emitting sources. So we
have based most of our current reporting on climate
programs on equity shares. That allows our other
owners to also claim --

MR. FRIEDRICHS: Thank you.
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MR. BROOKMAN: Thank you.

Other comments on the content on this slide,
defining and naming the entity and state organizational
boundaries?

Yes, Michael.

You all are doing great with passing these
mikes around. So far we"re making good --

PARTICIPANT: I had a comment or -- a
question or clarification as i1t relates to absolute,
you know, emissions. You just stated that the one
caveat is 1t cannot result in the reduction of output,
I guess, of your entity, meaning mega-watt-hours or
some parameter like that.

I guess as i1t relates to plant closings, it
sounds like you would not -- does that mean you would
not be able to get credit for a plant closing? It kind
of sounds like it.

When 1 go back to the original 1605(b)
guidelines, it i1s specifically indicated that plant
closings were included. You could -- now, 1 understand
that was maybe on the reporting, but plant closings
were included in the original 1605(b), and it sounds
like now you cannot get credit for plant closings. So,
maybe just a comment or clarification.

MR. FRIEDRICHS: Often a plant closing is
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associated with a decision to close down an older, less
efficient plant and to shift production to new, more
efficient facilities. In that case, the plant closing
would result iIn a decline iIn emissions intensity.

Those reductions can be.

But a reduction which is attributable in
whole or iIn part to a decline iIn the output of that
entity, the output might have gone -- been shifted to
another entity or might have been shifted outside the
United States. We didn"t think 1t was appropriate to
recognize those types of reductions as registrable.

MR. BROOKMAN: In the back first, then to
this gentleman, and then to Bob.

MR. PRILLAMAN: Hunter Prillaman, National
Lime Association. It seems to me that this iIs another
example In which perhaps the guidelines are pre-
assuming what Congress might do In establishing a
mandatory system or a system of credit. It would not
surprise me to see that Congress would take a different
approach on plant closings, and 1If you set up a system
in which they cannot be included in registration, then
it would be difficult for people to go back.

So 1 think those are general standards that
you ought to look at. Are you prejudging -- are you

pre-figuring what Congress might do? Where there is a
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viable choice, you ought to have that option built in.
It seems to me this is another example of that.

MR. BROOKMAN: Thank you.

Daniel.

MR. KLEIN: Dan Klein with Twenty-First
Strategies. | have a question that goes back to this
reporting of absolute emissions versus entity. You
mentioned the caveat that you have to also demonstrate
that output has not fallen. With that caveat then, 1is
it always the case that the amount of emissions you
would report under an absolute basis would be no more
than what an entity-based measure was?

Or conversely, 1T output has remained the
same or gone up, Yyour intensity-based reporting would
always report at least as much as an absolute would.

MR. FRIEDRICHS: That"s right.

MR. BROOKMAN: Yes. Bob, thanks for being

patient.

MR. SCHENKER: Yes. When we started this
morning, | read a passage that --

MR. BROOKMAN: Bob Schenker.

MR. SCHENKER: Bob Schenker, General
Electric. 1 read a passage that was quoted from the

rule where i1t specifically referred back to the Energy

Policy Act where Congress specifically intended for DOE
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to keep track of information on reductions that
resulted from plant closings.

Reductions from plant closings are real
reductions. The plant is included in our baseline. IFf
we close that plant, you know, its emissions cease.
That 1s a real reduction.

I have to admit that 1 can"t have my cake and
eat i1t, too. You know, iIf I take those operations, |
move them somewhere else, | open a new plant, I"ve got
to add those back in. Those are increases. | have to
admit I"ve got to keep both sides the same.

But a plant closing is a real reduction.
Congress very clearly stated that DOE was to address
plant closings in these regulations.

The same thing with reduction in output. We
believe that each and every year we should do an
inventory that is a true picture of a company"s
emissions each and every year. Output iIs going to
increase; output is going to decrease. A piece of the
company 1S going to go up; a piece of the company is
going to go down.

I do want to ask a question to clarify. When
you say decreasing production, is that the entire
entity or iIs that for individual plants?

But our position here is that the inventory
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each year should be a snapshot of that year, and any
changes i1n that inventory from the baseline year 1is
either a real iIncrease or i1t"s a real decrease, and It
should be registered as such. We believe that that was
Congress”™ intent.

MR. FRIEDRICHS: Just on the technical issue
of whether or not the absolute emission reduction and
the output related to that is just for a facility or
entity-wide, the guidelines of course provide the
Tlexibility for entities to account for different parts
of their entity differently using what we call
subentities.

So each separate emission reduction
calculation i1s associated with a certain amount of
output. It is that output that is the subject of this
qualifier.

So if you want to assess one part of your
entity using an emissions intensity metric and another
part using an absolute emission, you would have to
ensure that the part covered by your absolute emission
reduction calculation did not experience a decline iIn
output.

MR. BROOKMAN: Bob, follow on, and then 1™"m
coming --

MR. SCHENKER: If we then were to do an
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absolute approach for the entire company worldwide,
then we would have to look to whether our output
declined worldwide; is that correct?

MR. FRIEDRICHS: I"m sorry?

MR. SCHENKER: If our absolute approach was
worldwide, would then we account for -- our reduction
would have to be worldwide before that qualifier would
take effect?

MR. FRIEDRICHS: 1 think. The only -- my
hesitation i1s that we do actually require non-U.S.
operations to be reported distinctly from U.S.
operations. And so I"m not sure of the answer to that,
actually.

MR. SCHENKER: Ultimately, one of my big
concerns here, my inventory -- the direct inventory
that 1 keep track of i1s 550 sites. |1 have 6000 sites
worldwide that 1 estimate the balance. If 1 have to
start doing special accounting because the production
at this one part of the business declined a little bit,
I"ve got to keep special accounting for that, I™m
getting Into a monstrous accounting thing.

IT a plant closing -- I"ve got to maintain
the emissions and my iInventory because that plant
closed, and I"ve got to keep it iIn there, it gets to be

very difficult and complicated, and 1t"s not very
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realistic.

MR. FRIEDRICHS: 1"m sorry. 1 should have
made one thing clear. For example, you have a large
entity with many different facilities. |If the output
associated with that large entity i1s iIncreasing, but
you 